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postsecondary education community.

F ederal Student Aid'’s core mission is to ensure that all
eligible Americans benefit from federal financial assis-
tance—grants, loans and work-study programs—for education
beyond high school. The programs we administer comprise
the nation’s largest source of student aid: during the 2004-05
school year alone, we provided approximately $74 billion in
new aid to nearly 10 million postsecondary students and their
families. Our staff of 1,100 is based in 10 cities in addition to
our Washington headquarters.

Among our most visible and essential services are the develop-
ment, distribution, and processing of the Free Application for
Federal Student Aid (FAFSA), the fundamental qualifying form
used for all federal and government-guaranteed commercial
lenders’ programs—as well as many state, regional and private
student aid programs. By filling out the online or paper FAFSA,
applicants start the process of qualifying for aid. Each year our
staff processes approximately 14 million FAFSAs.

Federal Student Aid, an office of the U.S. Department of
Education, plays a central and essential role in America’s

Because we oversee $391 billion of outstanding student loans,
it's our job to ensure that all of our partners in the student aid
community—schools, lenders, servicers and guaranty agen-
cies—operate fairly, honestly and efficiently. Another key role
we perform is to make students and their families aware that
financial aid is available and is a necessary first step to further
education. As America’s premier source of federal student aid
information, we distribute numerous publications, host mul-
tiple Web sites and run several customer call centers. Most of
these services are provided in Spanish as well.

The Federal Student Aid team is passionately committed to
making education beyond high school more attainable for all
Americans, regardless of socioeconomic status. By champion-
ing access to postsecondary education, we uphold its value as
a force for greater inclusion in American society, and for the
continued vitality of America as a nation.



INTRODUCTION

he 2006-07 Counselors and Mentors Handbook on Federal Student Aid provides useful information to help high
school and TRIO counselors and other mentors advise students about financial aid for postsecondary education.

This book focuses on the federal student aid programs administered by the U.S. Department of Education.

What's New in This Year's Handbook?

We've been busy! For our updated handbook,
we have

Sharpened our focus to concentrate more
than ever on federal student aid. In doing so,
the following information has been moved to
the “Preparing” section at
www.fsadschools.ed.gov/counselors:

» “Choice of School”—questions a student
should ask when looking for a college or
career school—and

» “Opportunities for Disadvantaged
Students”—ways to help at-risk students
prepare for college.

Increased the number of headers so you can
find topics more easily as you scan the table
of contents.

Added examples of circumstances that might
make a student independent—and circumstances
that definitely won't. (See page 19.)

Included a sample copy of the 2006-07 FAFSA
on the Web Worksheet (formerly the Pre-
Application Worksheet) in Appendix F. If

you aren’t already urging your students to

use the worksheet (instead of a paper FAFSA)
to prepare to fill out FAFSA on the Web, now

is the time to start! Find out why in Appendix F.

Reorganized our lists of publications and

Web sites in Appendix B, and we've provided
detailed information about how you can order
our publications.

e Removed the contact information for the
Leveraging Educational Assistance Partnership
(LEAP) and Robert C. Byrd Honors Scholarship
programs based on feedback saying counselors
would prefer main phone numbers for state
higher education agencies. Those main numbers,

as well as agency Web addresses, are in Appendix C.

e Added several new one-page fact sheets (see
Appendix E) for you to photocopy and give to
your students:

» Am | dependent or independent?
» College Preparation Checklist

» Got a federal student loan? Be
a responsible borrower!

What is a U.S. Department of
Education PIN and why do |
need one?

What information do | need
when | fill out the FAFSA?

What's so great about doing the
FAFSA online?

Who is my “parent” when [ fill out
the FAFSA?

Why get a federal student loan?

f Help Us Improve the Handbook If you prefer, you may e-mail comments to b
We welcome any comments or suggestions ~ ask.aidawareness@ed.gov.
on ways to make this handbook more .
useful in future editions. Please send Need More Copies?
your comments to To order additional free copies of
U.S. Department of Education this publication for your staff, call
Awareness and Outreach Division 1-800-394-7084 or visit the Federal
3rd Floor Student Aid Publications Ordering
830 First Street, NE System, FSAPubs, at www.FSAPubs.org.
Washington, DC 20202
. J
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PART ONE - I
INTRODUCTION TO FEDERAL STUDENT AID

any students are unaware that they might be

eligible for financial aid to attend college or
career school. Unfortunately, many of the neediest
students assume they can’t afford to go to college to
continue their education. High school, TRIO and GEAR
UP counselors are an important source of information
about financial aid from private, school, state and
federal student aid programs.

For information about resources you can use to help
students learn about federal and other student aid,

see Appendix B. For a variety of fact sheets you can

copy and distribute to students, see Appendix E.

What Is Student Aid?

Briefly, student aid is money provided by the federal
government or another entity, such as a school or a
state government, to help students pay for college or
career school. Some aid (loan money) has to be repaid
after the student leaves school, while other aid (work-
study) is earned by the student through a job or is
simply given to the student (grants).

The U.S. Department of Education’s federal student
aid programs deliver billions of dollars to students
each year, as the following pie chart for 2003-04
shows, representing a substantial federal commitment
to provide financial assistance for postsecondary
students. In Fiscal Year 2004 (Oct. 1, 2003 through
Sept. 30, 2004), the federal student aid programs
provided approximately $70 billion in aid to about 10
million people. (This number doesn’t match the total in
the pie chart because the pie chart includes nonfederal
aid and refers to a different time period.)

The Major Federal Student Aid Programs

In this section, we will provide a brief introduction to
the federal student aid programs. For more detailed
information, you and your students may read

Funding Education Beyond High School: The Guide
to Federal Student Aid. (Ordering information is in
Appendix B.)

The U.S. Department of Education (ED) offers three
major types of aid. Grants are gift aid and do not have
to be repaid unless an overpayment has resulted due
to the student withdrawing from school before the
planned end of the term. The school’s financial aid
administrator will tell the student whether any funds
must be returned to ED. Loans must be repaid. Federal
Work-Study provides income (which does not have to
be repaid) from a part-time job.

Federal Pell Grant Program

Federal Pell Grants are awarded according to rules set
by Congress. If a student is eligible on the basis of these
rules, an eligible school will pay the student his or her
Federal Pell Grant.

Campus-Based Programs: Grants, Work-Study,
Perkins Loans

Campus-based programs are administered by the
financial aid office at eligible schools that choose

to participate. ED funds the campus-based programs
at participating schools based upon the amount the
school has applied to receive, the amount available
nationally, and the amount the school utilized in the
previous year. The school then awards these funds

to students according to federal guidelines. Because
funds are limited, the earlier an eligible student
applies, the more likely he or she is to receive available
campus-based aid. The campus-based programs are

e Federal Supplemental Educational Opportunity
Grant (FSEOG) Program

e Federal Work-Study (FWS) Program

e Federal Perkins Loan Program

Estimated Student Aid by Source for Academic Year 2003-04

(Current Dollars in Billions)

Federal Loans
$55.5 (45.5%)

State Grants
$6.0 (4.9%)

Federal Campus-Based V
$3.2 (2.6%)

Pell
$12.6 (10.4%)

Total aid awarded:
$122.0

—

Institutional Grants
$23.2 (19.0%)

Nonfederal Loans

$11.3 (9.2%)

Other Federal Programs
$3.9 (3.2%)

Education Tax Benefits
$6.3 (5.2%)

Source: The College Board, Trends in Student Aid, 2004
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Federal Student Loans:

Stafford, PLUS, Consolidation

William D. Ford Federal Direct Loan (Direct Loan)
Program—The Direct Loan Program enables eligible
students and parents to borrow from ED instead of
from a bank or other lending institution. This allows
borrowers to work with a single entity, ED, through its
servicing centers when repaying loans or dealing with
loan-related issues. The Direct Loan Program offers a
range of flexible repayment options to meet
borrowers’ varied financial circumstances. There

are four types of Direct Loans:

e Federal Direct Stafford Loans (subsidized)
e Federal Direct Stafford Loans (unsubsidized)
e Federal Direct PLUS Loans (for parents)

e Federal Direct Consolidation Loans (to combine
federal education loan debts)

Federal Family Education Loan (FFEL) Program—
The funds lent under the FFEL Program are provided
by banks and other lenders, guaranteed by state
agencies, and reinsured by the federal government.
The FFEL Program also offers a variety of loan
repayment options. There are four types of FFELs:

e Federal Stafford Loans (subsidized)
e Federal Stafford Loans (unsubsidized)
e Federal PLUS Loans (for parents)

e Federal Consolidation Loans (to combine
federal education loan debts)

As noted above, the Direct Loan Program and the
FFEL Program have subsidized and unsubsidized loans:

e Subsidized loans are awarded to students on the
basis of financial need. The federal government
pays the borrower’s accrued interest during some
significant periods, such as when the student is in
school, thereby “subsidizing” these loans.

e Unsubsidized loans are not need based; the
borrower is responsible for accrued interest
throughout the life of the loan.

Both subsidized and unsubsidized loans are available
to students. PLUS Loans are available to parents and
are always unsubsidized.

A student cannot borrow from both the FFEL Program
and the Direct Loan Program at the same school for
the same enrollment period. Similarly, a parent cannot
receive a FFEL PLUS Loan and a Direct PLUS Loan at
the same time for the same student. The school the
student plans to attend will inform the student which
program is available at that school.

REMEMBER:

e Grants (Federal Pell Grants and Federal
Supplemental Educational Opportunity
Grants [FSEOG]) are free aid and do
not have to be repaid except in special
circumstances.

¢ Loans (Perkins, Direct and Federal Family
Education Loans [FFEL]) must be repaid.

¢ Federal Work-Study provides income
(which does not have to be repaid) from
a part-time job.

Loan Default

Even after signing a promissory note (i.e., a contract
promising to repay a specified amount of money
with interest) for a loan, many students are only
vaguely aware of their responsibility to repay the
funds. Defaulting on a student loan (failing to
repay the loan according to the terms of the
promissory note) will affect a borrower’s credit
rating and could result in withholding of federal
income tax refunds.

In Appendix E of this book, we have provided

a one-page overview of a borrower’s
responsibilities. (See “Got a federal student
loan?”) For an in-depth look at student loans,
repayment options and the consequences of
default, we recommend Repaying Your Student
Loans at www.studentaid.ed.gov/repayingpub.
Ordering information for the paper copy is in
Appendix B of this handbook.

Other ED Programs

Leveraging Educational Assistance Partnership
(LEAP) Program

The LEAP Program assists states in providing grants

to eligible students for postsecondary school. Many
states have their own names for this grant program,
and each state has its own award amounts and
application procedures. States may use a percentage
of their LEAP funding to provide work-study assistance
through community-service job programs. Many of the
eligibility criteria are established by the state agency
administering the program, although LEAP recipients
must also meet the same basic eligibility criteria that
apply to other federal student aid recipients. Student
and school inquiries about LEAP and other state grant,
scholarship and work-study assistance should be directed
to the appropriate state agencies. State agencies are
listed at

www.ed.gov/Programs/bastmp/SHEA.htm

(URL is case-sensitive)



Note: It is a common requirement that a
recipient of LEAP funds be a resident of the
state awarding the funds. The definition of
residency varies from state to state. Please
ensure that your students contact the agency
of the state in which they live, not of the
state in which they plan to attend college.

Robert C. Byrd Honors Scholarship Program
Under the Robert C. Byrd Honors Scholarship Program
(Byrd Program), which recognizes and promotes
student excellence and achievement, ED makes grants
to states to provide scholarships to exceptionally able
postsecondary students. Applicants must follow the
application procedures established by the sponsoring
state education agency. The state education agency
establishes procedures for selecting the scholars after
consulting with school administrators, school boards,
teachers, counselors and parents. In all cases, applicants
must be graduating from high school in the year they
apply and must be residents of the awarding state.
Scholarship recipients may be awarded an amount
each year (not to exceed the cost of attendance) for
each of their first four years of study at any institution
of higher education. State agencies are listed at
www.ed.gov/programs/iduesbyrd/state-contacts.html

Vocational Rehabilitation Programs

ED’s Rehabilitation Services Administration provides
grants to state vocational rehabilitation agencies to
help individuals with disabilities obtain employment
and live more independently. Students must meet state
eligibility criteria for these programs, and this aid must
be coordinated with student aid from other sources to
prevent duplicating benefits. A student is most likely
to receive the maximum assistance by contacting, as
early as possible, the state agency administering the
program(s) for his or her home state and the financial
aid office at the school he or she plans to attend. State
vocational rehabilitation agencies are listed in the
state government section of the telephone book.

(See the blue pages.) Many are listed as the Division
of Vocational Rehabilitation. There is also a list at
www.jan.wvu.edu/sbses/vocrehab.htm

Other Federal Programs

This section lists several federal programs that provide
financial assistance for postsecondary education. For
links to a wide variety of government programes, visit
www.students.gov

Federal Income Tax Credits
Two federal income tax credits are available for higher
education expenses.

e The Hope Credit, a tax credit worth up to $1,500
per student per year, can be claimed for qualified
first-year and second-year students enrolled at
least half time.

e The Lifetime Learning Credit is a tax credit up
to $2,000 (equal to 20 percent of a family’s total
annual tuition and fees up to $10,000) for virtually
any postsecondary education and training,
including undergraduate years, graduate and
professional schools, and even less-than-half-
time study.

The Hope and Lifetime Learning Credits may not be
claimed at the same time for the same student.

For more details about these income tax credits, as well
as a variety of useful information for students, visit the
Tax Information for Students page at the IRS Web site:
www.irs.gov/individuals/students/index.html

National and Community Service

AmeriCorps, a program of national and community
service, provides funding for education. Participants
can earn an education award of up to $4,725.
Individuals may work before, during or after their
postsecondary education and can use the funds
either to pay current or future education expenses
or to repay federal student loans. Participants

must be at least 17 and be U.S. citizens, nationals or
lawful permanent residents. For more information,
students may call 1-800-942-2677 or e-mail
questions@americorps.org.

Students may access the AmeriCorps Web site at
WWwWw.americorps.org

Health Professions

The U.S. Department of Health and Human Services
(HHS) administers several programs for undergraduate
students. Students interested in these programs
should contact the financial aid office of the school
they plan to attend. HHS also administers a number of
programs for graduate students in health profession
disciplines. For more information on financial aid
programs administered by HHS, students may call
1-877-464-4772, e-mail callcenter@hrsa.gov or visit
www.bhpr.hrsa.gov/dsa

Veterans Benefits

Below are brief descriptions of the major benefits
programs administered by the Education Service at
the U.S. Department of Veterans Affairs (VA). For
more information about VA education programes,
call 1-888-GI-BILL (1-888-442-4551) or visit
www.gibill.va.gov

Montgomery Gl Bill-Active Duty

The Montgomery Gl Bill-Active Duty Educational
Assistance Program provides up to 36 months of
education benefits for a degree or a variety of
other programs. Eligible veterans have as long

as 10 years following release from active duty to
use their benefits. Full program details are at
www.gibill.va.gov/education/c30pam.htm
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Montgomery Gl Bill-Selected Reserve

The Montgomery Gl Bill-Selected Reserve is a
program of education benefits for reservists of
the armed forces as well as the Army National
Guard and the Air National Guard. For
information about benefits and eligibility, visit
www.gibill.va.gov/education/c1606pam.htm

Survivors’ and Dependents’ Educational Assistance
Program (DEA)

Students may qualify for DEA benefits if they are
spouses or children of

e veterans who died or are permanently and
totally disabled as the result of a service-
connected disability arising from active service
in the armed forces;

e veterans who died from any cause while
rated permanently and totally disabled
from the service-connected disability;

* service persons missing in action or captured
in the line of duty by a hostile force; or

* service persons forcibly detained or
interned in the line of duty by a foreign
government or power.

The DEA program provides benefits for degrees or
other VA-approved programs. Full details are at
www.gibill.va.gov/education/c35pam.htm

Veterans Educational Assistance Program (VEAP)
VEAP benefits are available to certain veterans who
entered active duty between Jan. 1, 1977 and June
30, 1985. For information about eligibility criteria,
amounts of benefits, and application procedures, see
www.gibill.va.gov/education/c32pam.htm

New Education Benefit for Activated Reservists

A new benefit, known as Chapter 1607, makes certain
individuals activated after Sept. 11, 2001 eligible either
for education benefits or for increased benefits. At
the time this handbook was updated, only general
information about Chapter 1607 was available. To
learn more, visit

www.gibill.va.gov

Other Assistance From the Military

ROTC Scholarships

Reserve officer training scholarships are available
through the Army, Air Force and Navy. Military
scholarship recipients will have a service obligation
in either the reserves or active duty after graduating
from college. A fact sheet in Appendix E of this book
provides information for high school students about
the Army Reserve Officer Training Corps (ROTC), Air
Force Reserve Officer Training Corps (AFROTC), and
the Naval Reserve Officers Training Corps (NROTC).
Feel free to photocopy and distribute this information.

Assistance in Return for Active Duty

Active duty military service also offers numerous
programs to help students earn or pay for a
college degree. For further information about
these programs, students should contact a local
U.S. armed forces recruiter.

Students who borrow federal student loans may
be interested in repayment assistance from the
U.S. Army’s loan repayment program. Enlistment
in either the Army or Army Reserve can lead to
assistance; repayment amounts vary depending
on several factors. For more information, students
should contact a recruiting officer or visit
www.goarmy.com/benefits/education.jsp

Nonfederal Sources: State, School, Private
State Aid

Each state administers its own student aid programs,
which might include scholarships, loans, fellowships
for graduate school, or any combination of a variety
of types of aid. Students can contact their state
education agency for more information; telephone
numbers are listed in Appendix C of this handbook.
Most agencies have Web sites describing their

state aid. You can link to state agencies’ sites from
www.ed.gov/Programs/bastmp/SHEA.htm

(URL is case-sensitive)

Prepaid Tuition and College Savings Plans

Every state offers at least one of two types of tuition
savings plans. The programs are known as Section 529
plans after the section of the Internal Revenue Code in
which they are described.

The typical prepaid tuition program allows families
to set aside, in a special account, a predetermined
amount each month; the savings cover full tuition at
a public state school or a specified amount toward
tuition at a private or out-of-state school.

A Section 529 College Savings Plan is essentially an
investment account created to save for a specific
child’s college expenses. This type of account is
available in most states.

For more information on Section 529 plans,
visit the College Savings Plans Network site at
www.collegesavings.org

School Aid

Many postsecondary schools offer aid from their
institutional funds. Most require that the student
submit an application in addition to the FAFSA to be
considered for institutional aid. The best source of
information on aid available at a school is the school’s
financial aid office, which might have its own page on
the school’s Web site.



Private Scholarships

A student also might qualify for a private grant

or scholarship for academic achievement, religious
affiliation, ethnic or racial heritage, community
activities, artistic talents, leadership potential, athletic
ability, proposed field of study, or hobbies and special
interests. The federal student aid Web site offers a
free scholarship search based on such criteria:
www.FederalStudentAid.ed.gov

Some postsecondary schools provide computerized
scholarship search services free or at low cost.

Private Aid Consultants

There are many privately operated scholarship search
and financial aid advice services; these services tend
to be relatively expensive, so a student or parent
should consider the extent of the search being offered
before committing to such a service. About 70 percent
of all aid awarded comes from federal and state
programs that students can easily find out about
through Funding Education Beyond High School:

The Guide to Federal Student Aid, other free
publications, and Web sites.

Despite the numerous free sources of information
about money for college, some students and
parents still prefer to hire a private advisor. A
student considering using a for-fee service can
find information about it by contacting several
sources. Most of these sources will be able to tell
the student whether complaints have been lodged
against the service. However, keep in mind that a
few complaints do not necessarily mean a company
is not reliable or legitimate. Rather, the student
should use careful judgment, weighing all available
information about the number and nature of
complaints before making a decision.

The student might obtain information from

¢ alocal Better Business Bureau. Local offices
are listed in the phone book; alternatively,
students can search for offices at
www.bbb.com

e the U.S. Postal Inspection Service
Fraud Complaint Unit’s toll-free number,
1-800-372-8347 (9:00 a.m. to 6:00 p.m.
Eastern time, weekdays). Alternatively,
the student may access an online complaint
form at
www.usps.com/postalinspectors

e astate attorney general’s office (which will be
listed in the State Government section of the
phone book). A full list of attorneys general is at
www.naag.org/ag/full_ag_table.php

Avoiding Scholarship Scams

Each year, ED and the Federal Trade Commission
(FTC) receive numerous complaints from students
and parents who did not receive the information
they expected from a financial aid advice service.

In fact, the problem became so widespread that,

in 2000, Congress passed the College Scholarship
Fraud Prevention Act. For links to the text of the

Act, the FTC's and ED’s annual reports to Congress on
scholarship scams, and other related information, visit
the counselors’ page of Looking for Student Aid at
www.studentaid.ed.gov/LSA

YOU CAN HELP RAISE AWARENESS OF FINANCIAL
AID SCAMS AND THE AVAILABILITY OF FREE ADVICE
IN SEVERAL WAYS:

e Mention the issue at financial aid
information sessions.

e Display the "Don’t Get Stung” poster
(see Appendix B of this handbook) in
a highly visible place in your school.

e Tell students and parents about the
Looking for Student Aid Web site.

¢ Distribute the Looking for Student Aid
brochure (see below).

Although ED does not evaluate private search

services, the Looking for Student Aid Web page and
brochure provide some helpful guidelines for students
considering using a search service. Looking for Student
Aid is at

www.studentaid.ed.gov/LSA

Ordering information for the brochure is in Appendix B.

You also might wish to distribute the “Don’t Get
Scammed” fact sheet from Appendix E of this
handbook. The fact sheet lists some questionable
tactics students should be aware of and tells them
how to report fraud.

Who Can Get Federal Student Aid?

General Eligibility Requirements

Eligibility for federal student aid programs (except

for Byrd Scholarships) is based on financial need rather
than on academic achievement. To have his or her
financial need determined, a student must complete
and file a Free Application for Federal Student Aid
(FAFSA). Part 3 of this handbook discusses the correct
completion of the FAFSA.
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Additionally, to be eligible for federal student aid,
a student must

e have a high school diploma or its equivalent, receive
a passing score on an independently administered
examination approved by ED, or have been
homeschooled and either (1) have a secondary
school completion credential for home schools as
provided for under state law, or (2) if the state
does not require the credential described above,
have completed a secondary school education in a
homeschool setting that qualifies as an exemption
from the compulsory attendance requirements
under state law;

e enroll as a regular student in an eligible degree
or certificate program;

e be a U.S. citizen or eligible noncitizen;

* have a valid Social Security number (with the
exception of students from the Republic of the
Marshall Islands, Federated States of Micronesia,
or the Republic of Palau);

* make satisfactory academic progress;

* sign certifying statements on the FAFSA such
as agreeing to use federal student aid funds
only for educational expenses; and

e be enrolled at least half time to be eligible
for Direct Loan or FFEL Program funds.

Note: This is not a comprehensive list of eligibility
requirements. For detailed information on eligibility,
see the “Student Eligibility” volume of the Federal
Student Aid Handbook at

www.ifap.ed.gov

(Click on "Current Publications”)

Selective Service Registration

Most male students must be registered with Selective
Service to receive federal student aid. Students who
must register for the Selective Service may use the
FAFSA to do so. One of the questions on the FAFSA
asks a male applicant if he wants the Selective Service
to register him. Students can call the Selective Service
toll-free at 1-888-655-1825 for general information
about registering or access

WWW.SSS.gov

Note: Male students can register with the
Selective Service online at the above Web site.

Drug-Related Convictions

Section 484(r) of the Higher Education Act suspends
aid eligibility for students convicted of the sale or
possession of drugs. If a student has a conviction or
convictions for these offenses, he or she should call
the Federal Student Aid Information Center (FSAIC)

to find out how the law applies to the student.
(FSAIC contact information can be found inside
the front cover of this handbook.)

An affected student can regain eligibility early
by successfully completing an approved drug
rehabilitation program.

How is Financial Need Determined?

As we've said, a student must demonstrate financial
need to be eligible for most federal student aid. At
its simplest level, a student’s financial need is the
difference between the student’s cost of attendance
at the school and the amount the family i